Supreme Court Rules That Condominium Homeowner’'s Asociation Cannot Sue
Developer More Than Two Years After Developer’s Disolution

November 9, 2006

The Supreme Court recently ruledBallard Square Condominium Owners Association

v. Dynagty Congruction Company that a 2006 amendment to Washington's laws
regarding lawsuits against dissolved businessedieappetroactively to bar lawsuits
initiated prior to the law’s effective date.

Ballard Square arose when a condominium homeowner’s associatied $uit against
the developer alleging water intrusion damage aalye among other things, defective
building siding. The developer corporation hadsdiged in October of 1995, shortly
after sale of the last Ballard Square unit, butdkgociation did not discover the damage
until 1996 and 1997, and did not file suit untiltGwer 2002.

At the time the association brought suit, claimsiagt a dissolved corporation were
barred two years after its dissolution, but onlghé cause of action arose prior to the
dissolution. Where the cause of action arose dfgsolution, as was the caseBallard
Square, the trial court held that there was no right tee sand dismissed the lawsuit
against the dissolved developer corporation. Thartcof appeals affirmed. The
Supreme Court disagreed, and held that under tlog persion of the statute, the
association could maintain its suit because theas mo statute specifically barring the
lawsuit where the cause of action arose after éveldper corporation was dissolved.

The Washington legislature revised the statute rdégg lawsuits against dissolved
corporations to put a limit on lawsuits filed aftissolution regardless of when the cause
of action arose. This revision, RCW 23B.14.340t pulimit of two years from
dissolution on any right to sue where the dissotutvas prior to the June 2006 effective
date. (The limit is three years for dissolutiorfterathe revision’s effective date.) The
Supreme Court held that the revision applied tolaadlsuits, regardless of when the
damage was discovered, and regardless of wheawsa it was filed.

The Ballard Sguare ruling could have significant impacts for developeontractors, and
homeowner associations currently involved in litiga, as the revision may affect
lawsuits already in progress. It may also havengract on associations contemplating
lawsuits, which must file against a dissolved depel before the time limit expires.
From the developer and contractor’'s point of vigngmpt dissolution of single-project
entities may provide significant insulation fromspalissolution suits. Consultation with
legal counsel is encouraged regarding the ramidinatof theBallard Square ruling with
regard to specific client matters.



